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! | SUBJECT : Fiat-USSR Automotive Agreement
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1. The attached report assesses the agreement concluded on
L May between the USSR and the Fiat Company. Although details are
lacking, it seems clear that the agreement signifies a major shift
in Soviet policy toward the consumer.

2. The des with Flat represents the first time in its post~
war history that the USSR has called upon a Western firm to modernize
an entire industry. 1In doing so, the Soviets have complicated their
already difficult foreign exchange position, even though the Italians
have provided a nine-year credit of $320 million.

3. The agreement will be taken by the Soviet consumer as con-
crete evidence that the regime is serious about improving standards
of living. It also constitutes an implied admission that the Soviet
machinery industry was unable to do the job unaided -- an admission
with possible implications for Soviet sales of machinery abroad. A
larger automobile industry will requlre the USSR to face up to severe
deficiencies in roads and in service and repair facilities, whose
correction may require as large ar investment as that needed to ex-
pand the production of automobiles.
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Mr. Bromley Smith (3 copies)
White House Staff
Washington, D. C.

Mr. Henry D. Owen

Acting Chairman

Policy Planning Council

Department of State Room 7261
Washington, D. C. '

The Honorable Thomas L. Hughes
Director

Bureau of Intelligence and Research
Department of State

Washington, D. C.

Mr. Walter J. Stoessel

Deputy Asgsistant Secretary

Bureau of European Affairs

Department of State Room 6228
Washington, D. C.

Mr. Malcolm Toon

Director
Office of Soviet Union Affairs
Department of State Room L217

Washington, D. C.

The Honorable Llewellyn E. Thompson
Ambassador-at-Large :
Department of State Room T23L
Washington, D. C.

The Honorable John T. McNaughton
Assistant Secretary
International Cecurity Affairs
Department of Defense
Washington, D. C.
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Director :
Defense Intelligence Agency
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Washington, D. C.
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Assistant sSecretary
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Washington, D. C,

The Honorable Alexander B. Trowbridge
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International Ausiness

Department of Commerce
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